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Housing Affordability: Local and National Perspectives
Abstract
This paper presents a new approach to measuring affordable homeownership. Future changes in the
homeownership rate will depend on the ability of today’s renters to become homeowners. Our proposed
housing affordability for renters index (HARI) focuses on how affordable homeownership is for current
renters. We look at the share of renters who reported the same or more income than those who recently
purchased a home using a mortgage, in effect measuring how many renters have enough income to purchase a
house. For each metropolitan statistical area (MSA), we construct a local area index that compares renters and
borrowers in the same MSA and a national index that compares renters nationwide with homeowners in a
specific MSA. We rely on the Administrative Data Research Facility to construct these indices. This database,
constructed by the Urban Institute, aggregates American Community Survey variables and Home Mortgage
Disclosure Act variables to common geographies. The new indices reveal that slightly more than a quarter of
current US renters have incomes higher than those who recently became homeowners using a mortgage. The
indices also reveal how housing affordability differs over time and across race/ethnicity groups and locations.
We demonstrate the value of our new indices by showing that they are predictive of homeownership rates:
MSAs that are deemed more affordable by our index have higher homeownership rates.
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Goal: Development of a new measure of housing affordability
Most housing affordability measures look at a comparison between the median spending on housing costs 
and the area median household income.
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National Association of Realtors 
Family buys the median priced home, putting 20% 
down, takes out a mortgage for the balance at 
prevailing mortgage rates. If they spend 25% of their 
income on this payment, what is the qualifying 
income? The index is median family 
income/qualifying income. 
Example: March 2018 home price $252,100; 
Mortgage rate: 4.63, P&I payment: $1038; qualifying 
income: $49,824 ((1038*12)/.25); median family 
income: $74,944; index: 150.4 ($74,944/$49,824).
NAHB/Wells Fargo Housing Opportunity Index
Measures the affordability index as the share of income 
sales in a metropolitan area for which the monthly income 
available for housing (28 percent of median income) is at 
or above the monthly cost for that unit. Assumes the 
borrower buys a home, puts down 10%, takes a mortgage 
for the balance at prevailing interest rates. The costs is the 
P&I on the mortgage plus taxes and insurance. For what 
percent of home sales in that MSA the previous month is 
this cost this less than 28 percent of income?
Last value: 61.6
Bourassa and Hourarin (2016)
Similar to NAR and NAHB, but allows for 
mortgage interest and property tax 
deductions and expected home price 
inflation to reduce housing costs for 
owner-occupants. This is compared with 
25 percent of the median family income.
These indices have two issues:
1. They look at only the median, it does not include any distributional considerations for potential 
purchasers.
2. They look at the population as a whole, including those who are already homeowners. We want to look 
at the population of renters who are best positioned to become first-time homebuyers.
Our Solution
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§ HMDA data: looks at the income of those who purchased a home in any given year.
§ ACS data: data source for renter income. We did not use this for borrower data, as we cannot tell what 
year the home was purchased.
§ These data sources are aggregated through the Administrative Data Research Facility. This database, 
constructed by the Urban Institute, aggregates HMDA and ACS to different geographic levels. For this 
analysis, we used the 20 most populous MSAs.
§ We looked renter income and mortgage borrower income at the MSA level from 2005-2016.
§ We assume that a renter who earns 50K can afford a house purchased by a rent borrower who earns 
50K, as well homes purchased by borrowers who earn less. By summing among all renter groups, we can 
compute the same of renters who earned the same or more than borrowers who purchased a home. 
Constraints of the analysis
§ We do not explicitly consider down payments
§ We do not explicitly consider credit scores.
Regional and National Housing Affordability Index Calculations for 
Washington, DC, in 2016
4Sources: Administrative Data Research Facility.
Notes: HARI = housing affordability for renters index. Income rounded to the nearest thousand.
Borrower/Renter Income Distributions
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Sources: Administrative Data Research Facility.
Borrower Renter
Local and National Housing Affordability Indexes, 2016
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Sources: Administrative Data Research Facility.
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Housing Affordability Index for the 20 Most-Populous MSAs
7Sources: Administrative Data Research Facility.
Local and National Index over Time
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Sources: Administrative Data Research Facility.
Local Index National Index
Index Change over Time
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Sources: Administrative Data Research Facility.
Metropolitan statistical area
2005 local 
index (%)
2016 local 
index (%) Change (%)
2005 national 
index (%)
2016 national 
index (%) Change (%)
New York-Newark-Jersey City, NY-NJ 15 22.1 7.1 9 15.4 6.0
Los Angeles-Long Beach-Anaheim, CA 9 18.0 8.7 6 13.6 7.3
Chicago-Naperville-Elgin, IL-IN-WI 19 26.4 7.2 18 25.0 6.9
Dallas-Fort Worth-Arlington, TX 22 23.8 2.0 22 21.7 0.2
Houston-The Woodlands-Sugar Land, TX 21 22.4 1.9 22 21.2 -1.0
Philadelphia-Camden-Wilmington, PA 20 25.4 5.4 19 24.9 5.6
Washington-Arlington-Alexandria, DC-VA 19 29.6 10.8 10 17.1 6.9
Miami-Fort Lauderdale-West Palm Beach, FL 15 24.1 9.3 15 25.3 9.9
Atlanta-Sandy Springs-Roswell, GA 25 30.1 4.8 23 28.2 5.4
Boston-Cambridge-Newton, MA-NH 17 23.5 6.2 12 16.6 4.4
San Francisco-Oakland-Hayward, CA 11 24.3 13.7 4 9.0 4.7
Detroit-Warren-Dearborn, MI 21 26.0 5.0 24 30.3 6.1
Phoenix-Mesa-Scottsdale, AZ 20 31.2 11.1 20 29.6 9.9
Seattle-Tacoma-Bellevue, WA 19 25.7 7.1 16 18.1 2.5
Minneapolis-St. Paul-Bloomington, IL-MN 20 26.2 6.3 20 26.0 6.2
Riverside-San Bernardino-Ontario, CA 11 25.5 14.3 11 24.8 14.3
Tampa-St. Petersburg-Clearwater, FL 21 28.3 7.6 22 29.8 8.1
St. Louis, MO-IL 23 26.6 4.0 27 30.6 3.4
San Diego-Carlsbad, CA 10 20.2 10.6 7 14.0 7.4
Denver-Aurora-Lakewood, CO 20 25.6 5.3 20 21.5 1.5
Housing Affordability Index by Race or Ethnicity
10Sources: Administrative Data Research Facility.
Houston-The Woodlands-Sugar Land, Texas Los Angeles-Long Beach-Anaheim, California
San Francisco-Oakland-Hayward, CA Washington-Arlington-Alexandria, DC-VA
Homeownership Rate Regression Results on Affordability Index 
Specifications
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Sources: Urban Institute calculations from the Administrative Data Research Facility.
Specification 1 Specification 2 Specification 3
Parameter t value Parameter t value Parameter t value
Intercept 0.63 64.48 0.60 57.58 0.59 51.75
Local index 0.22 5.84 0.10 2.19
National index 0.27 7.74 0.23 5.45
R-squared 0.036 0.06 0.11
Observations 918 918 918
Conclusion
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§ The purpose of this paper was to present a new measure of housing affordability that accounts for a 
distribution of income, rather than a single median income and acknowledges that we are interested in 
the renter-to-owner transition.
§ We look at whether renters can afford to buy a home. We compare the full distribution of the renter 
population with that of borrowers who recently bought a home. We used this info to construct two 
indices: a local index that measures the affordability for local renters relative to the local housing market, 
and a national index, that measure the affordability for nationwide renters relative to the local housing 
market.
§ Local indices should smaller variation across MSA than do national indices. Areas with higher incomes 
tend to have both renters and owners with higher income. 
§ The affordability index varies over time, with 2016 affordability higher than 2005; most gains in 
affordability came in 2005-2009; results for the 2009-2016 are more mixed across MSAs. 
§ The results by race/ethnicity demonstrate white renters have a higher affordability level than Hispanic and 
black renters.
§ Both indices are predictive of the homeownership rate, with the national index being the more important 
of the two measures.
